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MEMORANDUM

Date

Reply to
Attn of

Subject

To

June 16, 1993

John R. winst0/
Director, OS~
SBAC Public Hearing Record

Donna Searcy
Secretary

The enclosed documents were received by the Small Business Advisory Committee
(SBAC) during its recent May 27, 1993 quarterly meeting and public hearing. They
are being forwarded to your office for official inclusion in the public record.
In all cases these documents are in reference to FCC General Docket # 90-314
(PCS) and General Docket # 92-51 (Broadcast Capital Formation). All documents
are clearly marked as to the referenced Docket #.

If you have any questions or require additional information, please contact me
on 632 -1571.
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Presentation to Small Business Advisory Committ~NU£ 1993~
by American Women in Radio and Television, :~~."'iv·\/;u:(";\;;i.'i·I~IGCtJMiSSoP.'

May 27, 1993 fJFt'!Cf [* n~[ 8£CRETiJHY
By Melodie A VIrtue

Vice President, Government Affairs

AWRT is a non-profit, national organization of
professional women and men who work in radio, television, cable,
advertising -- essentially the electronic media -- and closely
related fields. The mission of AWRT is to enhance the impact of
women in the electronic media and allied fields by educating,
advocating, and acting as a resource to its members and the
industry. Given our mission, you can understand just how
pleased we are to talk to your committee about the difficulties
women face in becoming owners ofcommunications companies
and in obtaining capital to run small communications businesses.

My remarks today will focus on tax certificates and how
they should be used as a tool to assist women and minorities in
becoming owners of small communications businesses.

As you may know, under 26 U.S.C. Section 1071, the FCC
can permit sellers of broadcast properties to defer capital gains
taxation on a sale whenever it is deemed "necessary or
.appropriate to effectuate a change in a policy of, or the adoption
of a new policy by, the Commission with respect to the ownership
and control of radio broadcasting stations...." Originally, tax
certificates were used to remove the hardships occasioned by
divestitures imposed by the Commission's multiple ownership
rules. Subsequently, the FCC routine~ began to approve tax
certificates to liCEVlsees who voluntarily divested themselves of
communications properties which had been grandfathered under
the multiple ownership rules.! In its 1978 Statement of Policy on
Minority Ownership of Broadcast Facilities,2 the Commission

! Issuance oCTo Certificates, 19 RR2d 1831 (1970).

2 68 FCC 2d 979 (1978).
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stations in the country.5 Although we have a small problem comparing the
1982 study with the 1988 Congressional Research Service study because
control is defmed in one as owning 50% or more and in the other as owning
51% or mC?re, the comparison is still useful. Women controlled 7.9% of stations
in 1982 and only 7.1% in 1988 -- if not a decline, then certainly a stagnation, in
the number of women-owned broadcast stations.

As women represent 46% of the civilian labor force in the United States
according to the 1990 U.S. Census, women are severely underrepresented as
owners of broadcast stations and telecommunications companies. While the
1987 Business Census showed that 30% of U.S. businesses, excluding regular
corporation, are owned by women, 6 in the industry subgroup containing
transportation, communications and public utilities, women owned only 1.9%
of the fIrmS. 7 Consequently, the communications industry is seriously lagging
behind the rest of the industries in this country in terms of female ownership.
AWRT urges this Committee to support expansion of the tax certificate policy
to women and to all telecommunications industries beyond just broadcast and
cable companies in order to balance the inequities.

It is well documented that there is a lack of parity between the earnings
of men and women in the workforce and that women have been denied equal
opportunities with respect to access to financial markets. A broadening of the
tax certificate policy would assist in enabling women to overcome these
disadvantages.

I would like to share with you some findings and conclusions from the
National Women's Business Council's 1991 Annual Report to the President
and Congress, which relates to all industries: "Studies show that the most
significant bamer to the success of woman-owned businesses is lack of access
to capital. Women business owners generally take fewer risks in terms of
expansion, again frequently due to underfunding. Unless baniers to woman
owned business are removed, U.S. business cannot and will not remain
competitive in the world market.... Women entrepreneurs must be given
equal and improved access to capital. Women entrepreneurs must be assured
equal access to procurement opportunities."

5 Female Ownership of Broadcast Stations, May 1982, p. 45 (Table 20).

6 National Women's Business Council, The 1991 Annual Report to the President and
Congress, p. 1; U.S. Small Business Administration, The State of Small Business: AReport
to the President, 1991, p. 252.

7 U.S. Small Business Administration, The State of Small Business: A Report to the
President, 1991, p. 263.
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The work of this Committee is aimed at this problem in the
communications industry. In addition to the proposed expansion of the
minority tax certificate policy to include women, AWRTexhorts this committee
to bring all possible pressure on the Small Business Admjnistration to repeal
its policy of not lending to media companies. From the anecdotes I've heard
from members of AWRT and other small business broadcast companies, SBA
does not fund media companies because they have the power to influence the
public. That policy has been a major obstacle to small businesses and woman
owned businesses seeking to obtain financing. In my mind, it is hard to justify
such a policy when the Supreme Court found an analogous law
unconstitutional. The case was fCC v. League of Women Voters of Califomia8

decided in 1984. The Supreme Court held that the portion of Section 399 of
the Communications Act that prohibited noncommercial stations that received
funds from the Corporation for Public Broadcasting from engaging in political
editorializing violated the First Amendment. That type ofcontent-based
restriction goes to the very heart of the First Amendment. SBA engages in the
same tactics.

Further,.AWRTopposes any type ofspectnun auction. IfCongress
allows the use competitive· bidding to select applicants for new technologies,
only the well-heeled companies will be able to participate. Bidding would
inflate start-up costs to the detriment of small businesses and to consumers
eventually using their services. The public interest in diversity and
competition warrant consideration of applicants on criteria other than price.
AWRT urges this Committee to recommend against the use ofauctions.

On behalf of AWRT, I want to thank all ofyou for hearing our concerns.

8 468 U.S. 364 (1984).


